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DEPARTMENT  OF  THE  TREASURY 

Internal  Revenue  Service 

DEPARTMENT  OF  LABOR 
Pension  and  Weifare  Benefit  Programs 
EMPLOYEE  BENEFIT  PLANS 

Pendency  of  Exemption  Relating  to  Trans¬ 
actions  Involving  the  Ragnar  Benson 
Profit  Sharing  Plan  and  Trust  (Applica¬ 
tion  No.  D-175) 

Notice  Is  hereby  given  of  the  oendency 
before  the  Department  of  Labor  (the 
Department)  and  the  Internal  Revenue 
Service  (the  Service)  of  a  proposed  ex¬ 
emption  from  the  restrictions  of  section 
406  of  the  Emplovee  Retirement  In¬ 
come  Security  Act  of  1974  (the  Act)  and 
from  the  taxes  imposed  by  sections  4975 
(a)  and  (b)  of  the  Internal  Revenue 
Code  of  1954  (the  Code),  by  reason  of 
section  4975(c)(1)  of  the  Code.  The 
pending  exemption  was  requested  in  an 
anplicatlon  filed  by  Ragnar  Benson,  Inc. 
(Ragnar  Benson)  and  the  Trustee  and 
Plan  Committee  (collwtivelv  referred 
to  as  “Applicants")  under  the  Ragnar 
Benson  Profit  Sharing  Plan  and  Trust 
(the  Trust)  for  a  proposed  Trust  in¬ 
vestment  in  a  long-term  mortgage  loan 
to  a  partv  in  interest  and  disqualified 
person  and  for  related  transactions. 

The  application  was  filed  pursuant  to 
section  408(a)  of  the  Act  and  section 
4975(c)  (2)  of  the  Code  and  in  accord¬ 
ance  with  the  procedures  set  forth  in 
ERISA  Procedure  75-1  (40  FR  18471, 
Anril  28,  1975)  and  Rev.  Proc.  75-26, 
1975-1  C.B.  722. 

Summary  of  Revresentations.  The  ap¬ 
plication  contains  representations  with 
regard  to  the  pending  exemption  which 
are  summarize  below.  Interested  per¬ 
sons  are  referred  to  the  application  and 
supporting  documents  on  file  with  the 
Department  and  the  Service  for  a  com¬ 
plete  statement  of  the  representations  of 
the  Applicants. 

1.  Ragnar  Benson,  a  corporation  en¬ 
gaged  in  general  contracting  and  build¬ 
ing,  purchased  a  50  percent  stock  in¬ 
terest  in  Woodlane  Corporation  (Wood- 
lane).  a  real  estate  holding  company, 
in  October  1967.  The  only  other  share¬ 
holder  in  Woodlane  is  Elmhurst-Chicago 
Stone  Company  (Elmhurst-Chicago) , 
which  is  otherwise  unrelated  tcrthe  par¬ 
ties  to  the  proposed  mortgage  transac¬ 
tion. 

2.  In  April  1967  Woodlane  and  West¬ 
ern  Electric  Company,  Incorporated 
(Western  Electric)  executed  a  lease 
agreement  which  provided  for  the  con¬ 
struction  and  leasing  to  Western  Elec¬ 
tric  of  a  new  facilitv  to  be  known  as 
Bell  System  Center  for  Technical  Edu¬ 
cation  (the  Training  Center)  on  Wood- 
lane’s  22  acre  parcel  of  land  located  in 
DuPage  Countv,  Illinois.  The  Training 
Center  has  developed  into  a  dormitory 
and  school  complex  in  which  diverse 
groups  of  employees  of  Bell  Svstem 
across  the  country  receive  technical  and 
managerial  training. 

3.  Ragnar  Benson  constructed  the 
Training  Center  pursuant  to  a  contract 
with  Woodlane  which  predated  its  pur- 
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chase  of  Woodlane  stock.  Additionally, 
Western  Electric’s  right  under  the  1967 
lease  agreement  to  construct  additional 
buildings  and  improvements  on  the  par¬ 
cel  was  subject  to  the  express  condition 
that  it  make  a  bona  fide  effort  to  nego¬ 
tiate  a  contract  with  Ragnar  Benson  for 
such  constructions  on  the  basis  of  pre¬ 
liminary  drawings  and  cost  estimates  to 
be  prepared  by  Ragnar  Benson. 

4.  Central  National  Bank  and  Conti¬ 
nental  Assurance  Company  (Conti¬ 
nental)  each  provided  Woo^ane  with 
$1.5  million  ip.  financing  for  the  initial 
construction  of  the  Training  Center. 
Such  loans  were  secured  by  a  mortgage 
on  the  22  acre  parcel  of  land  and  by  the 
rental  payments  imder  the  lease  with 
Western  Electric  which  were  geared  to 
repay  the  loans  over  the  15-year  primary 
term  of  the  lease. 

5.  In  1969  and  1972,  additions  to  the 
Training  Center  were  constructed  by 
Ragnar  Benson.  The  first  addition  was 
financed  by  a  $2  million  loan  from  Con¬ 
tinental  and  the  second  was  financed  by 
a  $600,000  loan  from  Continental  and  a 
$600,000  loan  from  the  Trust.  Both  loans 
for  the  second  addition  are  secured  by  a 
trust  deed  on  the  original  22  acre  parcel 
and  on  an  additional  20  acres  adjacent 
thereto,  which  Woodlane  purchased  in 
1971.  Continental,  Central  National  Bank 
and  the  Trust  each  agreed  to  a  first  lien 
interest  in  the  combined  42  acre  parcel 
in  proportion  to  its  share  of  the  total 
indebtedness.  In  connection  with  the 
construction  of  these  additions,  the 
rental  payments  to  Woodlane  by  West¬ 
ern  Electric  were  increased  to  a  level 
suflBclent  to  insure  repayment  of  all  loans 
over  the  term  of  the  lease.  Pinal  pay¬ 
ment  on  the  loan  from  the  Trust  is 
scheduled  to  be  made  in  May  1983.  The 
remaining  principal  on  the  original 
amount  of  $600,000  was  approximately 
$450,000  as  of  November  9,  1976. 

6.  On  August  4,  1975,  Woodlane  and 
Western  Electric  entered  into  a  modifi¬ 
cation  of  the  lease  agreement.  ’The 
amended  agreement  provided  for  the 
construction  of  a  lO-story  highrlse  addi¬ 
tion  to  the  Training  Center  at  a  cost  of 
$6.3  million  (the  “third  addition”).  lii 
accordance  with  the  terms  of  the  original 
lease,  Ragnar  Benson  has  constructed 
the  third  addition. 

7.  Raymond  Benson  (Benson),  the 
’Trustee  under  the  Trust,  after  consult¬ 
ing  with  the  plan  committee  and  after 
meeting  with,  and  receiving  consents 
from,  all  of  the  participants  in  the  Trust, 
has  determined  that  one  million  dollars 
in  Trust  assets  which  are  currently  held 
in  short  term  certificates  of  deposit 
should  be  invested  in  a  new  loan  to 
Woodlane  to  provide  permanent  financ¬ 
ing  for  the  third  addition  (the  “new 
loan”). 

8.  The  Trust  contained  total  a^ets  of 
$6.5  million  as  of  December  31,  1975. 
’Thus,  the  amoimt  of  the  new  loan,  to¬ 
gether  with  the  remaining  principal  of 
the  Trust’s  loan  for  the  second  addition, 
will  represent  less  than  25  percent  of 
the  ’Trust’s  total  assets. 

9.  In  addition  to  being  Trustee,  Ben¬ 
son  is  also  the  President  of  Ragnar  Ben¬ 


son,  an  officer  of  Woodlane,  a  share¬ 
holder  of  Ranger  Benson  by  attribution 
from  his  family’s  holdings  and  a  member 
of  the  Plan  Committee.  Under  the  Rag¬ 
nar  Benson  Profit  Sharing  Plan,  which 
wsis  established  for  salaried  employees  in 
1956,  Ragnar  Benson  appoints  both  the 
Trustee  and  the  five  members  of  the 
Plan  Committee.  The  Plan  Committee 
directs  the  Trustee  in  the  placing  of  in¬ 
vestments  and  supervises  the  adminis¬ 
tration  of  funds  held  by  the  Trustee.  All 
of  the  current  members  of  the  Plan  Com¬ 
mittee  are  salaried  employees  of  Ragnar 
Benson  and  participants  in  the  Trust. 

10.  Woodlane  will  obtain  any  balance 
of  the  $6.3  million  in  permanent  financ¬ 
ing  required  for  the  third  addition  from 
banks  and/or  other  Institutional  lenders 
in  the  Cfiiicago  metropolitan  area  on 
terms  which  are  no  more  favorable  to 
any  of  such  lenders  than  are  available 
to  the  Trust.  In  this  regard,  13  banks  in 
the  Chicago  area  have  committed  a  total 
of  $5.45  million,  in  individual  amounts 
ranging  from  $150,000  to  one  million 
dollars,  for  permanent  financing.  Two  of 
these  banks  have  an  existing  banking 
relationship  with  Ragnar  Benson,  and  a 
third  bank  provides  escrow  account  serv¬ 
ices  to  Woodlane.  but  at  least  one  of  the 
lending  institutions  which  has  com¬ 
mitted  one  million  dollars  for  financing 
noted  herein  does  not  have  an  existing 
banking  relationship  with  Ragnar  Ben¬ 
son  or  its  principals.  In  addition,  an  in¬ 
surance  company  has  furnished  a  verbal 
commitment  for  $4  million  in  permanent 
financing  at  an  interest  rate  of  9%  per¬ 
cent. 

11.  All  of  the  proposed  loans  for  the 
third  addition  (with  the  exception  of  a 
verbal  commitment  from  an  insurance 
company)  will  bear  a  9^4  percent  inter¬ 
est  rate  and  will  be  repaid  over  15  years. 
This  repayment  period  coincides  with 
the  term  of  the  amended  lease,  which 
expires  in  1991.  Under  the  amended 
lease.  Western  Electric  will  pay  an  an¬ 
nual  rental  of  $1,440,000  for  use  of  the 
’Training  Center,  the  addition  thereto 
and  the  42  acre  parcel  surrounding  the 
facilities.  This  rental  will  be  sufficient  to 
repay  all  of  the  loans  over  the  term  of 
the  lease.  However,  because  the  stag¬ 
gered  repayment  dates  of  the  various 
loans  to  Woodlane  would  otherwise 
necessitate  a  partial  interest-only  re¬ 
payment  schedule  on  some  of  the  new 
loans,  Ragnar  Benson  and  Elmhurst- 
Chicago  have  committed  themselves  to 
make  additional  capital  contributions  to 
Woodlane  to  cover  the  negative  cash 
flow  which  will  be  experienced  by  Wood¬ 
lane  during  the  first  seven  years  of  the 
proposed  loans.  With  this  capital  con¬ 
tribution,  which  will  total  approximately 
$140.00  over  the  seven  year  period,  all 
of  the  new  loans  will  be  repaid  on  a 
straight-line  principal  plus  interest 
basis. 

12.  The  proposed  loans  by  the  ’Trust 
and  the  unrelated  financial  Institutions 
will  be  secured  by  a  first  mortgage  on 
the  new  addition  and  the  one  acre  por¬ 
tion  of  the  42  acre  tract  on  which  the 
addition  is  located.  ’This  portion  of  the 
property  is  connected  to  Illinois  Route 
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53  by  an  access  easement.  Each  of  the 
lenders  involved  in  the  proposed  trans¬ 
action  will  have  a  first  lien  interest  with 
respect  to  such  security  in  proportion  to 
its  share  of  the  total  indebtedness.  All 
of  the  prior  mortgagees,  including  the 
Trust,  will  release  their  existing  prior 
rights  to  the  one  acre  imderlying  the 
third  addition. 

13.  The  debt  will  also  be  secured  by  an 
assignment  of  the  lease  document  be¬ 
tween  Western  Electric  and  Woodlane 
and  all  rents  thereunder,  for  the  benefit 
of  the  mortgagees.  Under  this  arrange¬ 
ment,  Western  Electric  will  make  all 
rental  payments  directly  to  one  of  the 
lending  banks  as  the  “lead”  bank  re¬ 
sponsible  for  collecting  principal  and 
interest  payments  for  distribution  among 
the  various  mortgagees. 

14.  Additionally,  Ragnar  Benson  has 
guaranteed  and  Benson  has  personally 
guaranteed  the  repayment  of  all  sums 
that  will  be  owing  to  the  Trust  as  a  re¬ 
sult  of  the  proposed  loan.  These  guaran¬ 
tees  also  extend  to  the  prior  loan  by  the 
Trust  so  that  the  Trust  will  be  in  no 
worse  position  by  virtue  of  its  proposed 
agreement  to  subordinate  its  first  lien 
position  with  respect  to  the  one  acre 
upon  which  the  addition  is  being  con¬ 
structed.  As  of  February  11,  1976,  Rag¬ 
nar  Benson  had  a  net  worth  of  approxi¬ 
mately  $6.5  million,  and  as  of  July  28, 
1976,  Benson  had  a  net  worth  in  excess 
of  $1  million. 

15.  The  lease  with  Western  Electric 
is  noncancellable  and  gives  Woodlane,  or 
the  mortgagees  by  intervention,  a  con¬ 
tractual  right  as  against  a  prime  rated 
tenant.  Pursuant  to  the  lease  assign¬ 
ment  agreement,  the  mortgagees  will  be 
empowered  to  intervene  to  assert  any  of 
Woodlane’s  rights  if  it  fails  to  do  so. 

16.  The  lease  is  a  “net-net”  lease 
whereby  Western  Electric  is  responsible 
for  maintenance,  real  estate  and  per¬ 
sonal  property  taxes,  utility  expenses 
and  insurance  expenses. 

17.  The  prior  mortgagees  have  ap¬ 
proved  the  amended  lease  and  the  Trust 
and  all  other  mortgagees  must  approve 
all  further  amendments  to  the  lease.  In¬ 
surance  will  be  obtained  by  Woodlane 
guaranteeing  payment  of  one  year’s 
rent  in  the  event  that  Western  Electric 
should  default  on  its  obligations  under 
the  lease. 

18.  The  mortgage  (or  trust  deed)  and 
the  promissory  note  to  be  executed  in 
favor  of  the  Trust  will  be  insured  by 
mortgage  title  insurance  guaranteeing 
that  the  mortgage  is  a  valid  lien  against 
the  property. 

19.  The  value  of  the  mortgaged  prop¬ 
erty  will  provide  adeouate  security  for 
the  repayment  of  the  loans  should  it  be 
necessary  at  anv  time  to  foreclose.  Addi¬ 
tionally,  the  applicants  state  that  even 
in  the  event  of  distress  conditions,  there 
would  be  no  difficulty  in  disposing  of 
the  property  which  will  secure  Wood- 
lane’s  indebtedness  to  the  Trust  and  the 
other  lenders. 


20.  The  applicants  have  requested  an 
exemption  to  permit:  (a)  Rajmar  Ben¬ 
son  to  construct  the  third  addition  to  the 
'Training  Center,  notwithstanding  the 
Trust’s  participation  in  any  financing  ar¬ 
rangements  for  the  addition;  (b)  The 
Trust  to  provide  one  milion  dollars  to 
Woodlane  for  permanent  mortgage  fi¬ 
nancing  of  the  third  addition;  (c)  The 
Trust  to  release  its  existing  security 

'  rights  in  the  one  acre  of  property  under¬ 
lying  the  third  addition  so  that  the  pro¬ 
posed  loans  may  be  secured  by  a  distinct 
portion  of  the  property  (d)  Ragnar  Ben¬ 
son  and  Benson  to  guarantee  the  prin¬ 
cipal  and  interest  payments  which  Wood¬ 
lane  will  be  obligati  to  pay  the  Trust 
under  the  proposed  loan  and  which 
Woodlane  is  currently  obligated  to  repay 
the  'Trust  under  its  1972  loan  transac¬ 
tion. 

21.  Notice  of  the  pending  exemption 
will  be  disseminated  to  all  active  and 
retired  participants  and  their  benefici¬ 
aries  within  10  days  of  the  publication 
of  this  notice  in  the  Federal  Register: 

(a)  Through  meetings  and  by  distribu¬ 
tion  of  explanatory  notification  forms 
either  personally  to  active  participants 
or  by  first  class  mail  in  the  case  of  all 
other  participants  and  beneficiaries;  and 

(b)  'Through  the  furnishing  as  in  (a)  of 
a  copy  of  the  notice  published  in  the 
Federal  Register  and  by  informing 
interested  persons  of  their  right  to  com¬ 
ment  or  request  a  hearing  within  the  ap¬ 
plicable  period  specified  in  such  notice. 
Copies  of  all  such  communications  to 
participants  will  be  provided  to  the  Serv¬ 
ice  and  the  Department.  In  addition,  all 
participants  were  notified  of  the  initial 
filing  of  this  application  by  letter  dated 
May  27,  1975. 

General  Information.  The  attention  of 
interested  persons  is  directed  to  the  fol¬ 
lowing: 

(1)  The  fact  that  a  transaction  is  the 
subject  of  an  exemption  granted  under 
section  408(a)  of  the  Act  and  section 
4975(c)  (2)  of  the  Code  does  not  relieve 
a  fiduciary  or  other  party  in  interest  or 
disqualified  person  wiUi  respect  to  a  plan 
to  which  the  exemption  is  applicable  from 
certain  other  provisiims  of  the  Act  and 
the  Code,  including  any  prohibited  trans¬ 
action  provisions  to  which  the  exemption 
does  not  apply  and  the  general  fiduciary 
responsibility  provisions  of  sectiMi  404 
of  the  Act,  which,  among  other  things, 
require  a  fiduciary  to  discharge  his  duties 
respecting  the  plan  solely  in  the  interest 
of  the  plan  participants  and  beneficiaries 
and  in  a  prudent  fashion  in  accordance 
with  section  404(a)(1)(B)  of  the  Act; 
nor  does  it  affect  the  requirement  of  sec¬ 
tion  401  (a)  of  the  Code  that  a  plan  must 
operate  for  exclusive  benefit  of  the  em¬ 
ployees  of  the  employer  maintaining  the 
plan  and  their  beneficiaries; 

(2)  Before  an  exemption  may  be 
granted  imder  section  408(a)  of  the  Act 
and  section  4975(c)  (2)  of  the  Code,  the 
Department  and  the  Service  must  find 
that  the  exemption  is  administratively 


feasible,  in  the  intwest  of  the  Plan  and 
of  its  participants  and  beneficiaries,  and 
protective  of  the  rights  of  the  partici¬ 
pants  and  beneficiaries  of  the  Plan;  and 
(3)  The  pending  exemption,  if  granted, 
is  supplemental  to,  and  not  in  derogation 
of,  any  other  provisions  of  the  Act  and 
the  Code,  including  statutory  exemptions 
and  transitional  rules.  Furthermore,  the 
fact  that  a  transaction  is  the  subject  of 
an  exemption  is  not  dispositive  of  wheth¬ 
er  the  transaction  would  have  been  a 
prohibited  transaction  in  the  abs^ce  of 
such  exemption  or,  though  it  would  have 
been  a  prohibited  transaction,  is  exempt 
by  operation  of  a  statutory  exemption  or 
a  transitional  rule. 

Pursuant  to  section  408(a)  of  the  Act 
and  section  4975(c)  (2)  of  the  Code,  the 
Department  and  the  Service  are  required 
to  offer  an  opportunity  for  a  public  hear¬ 
ing  where  a  pending  exemption  relates 
to  section  406(b)  of  the  Act  and  section 
4975(c)  (1)  (E)  or  (F)  of  the  Code.  Any 
interested  person  may  submit  a  written 
request  that  a  hearing  be  held  relating  to 
the  pending  exemption.  Such  written  re¬ 
quest  must  be  received  by  the  Service  on 
or  before  February  15,  1977  and  should 
state  the  reasons  for  such  person’s  re¬ 
quest  for  a  hearing  and  the  nature  of 
such  person’s  interest  in  the-  pending 
exemption. 

All  interested  persons  are  also  invited 
to  submit  written  comments  on  the  pend¬ 
ing  exemption  contained  herein.  In  order 
to  receive  consideration  such  comments 
must  be  received  by  the  Service  on  or 
before  February  15, 1977. 

All  written  comments  and  all  requests 
for  a  hearing  (preferably  six  copies) 
should  be  addressed  to  the  Internal 
Revenue  Service,  1111  Constitution  Ave¬ 
nue,  N.W.,  Washington,  D.C.  20224,  At¬ 
tention  E:EP:PT  (D-175).  The  applica¬ 
tion  for  exemption  referred  to  herein,  all 
such  comments  relating  thereto,  and,  all 
requests  for  a  hearing  will  be  available 
for  public  inspection  at  the  Internal 
Revenue  Service  National  Office  Read¬ 
ing  Room,  Room  1565,  1111  Constitution 
Avenue,  N.W.,  Washington,  D.C.  20224. 

Pending  Exemption.  Based  upon  the 
application,  referred  to  above,  the  Serv¬ 
ice  and  the  Department  have  under  con¬ 
sideration  the  granting  of  the  requested 
exemption,  under  the  authority  of  section 
408(a)  of  the  Act  and  section  4975(c)  (2) 
of  the  Code  and  in  accordance  with  the 
procedures  set  forth  in  ERISA  Procedure 
75-1  (40  PR  18471,  April  28,  1975)  and 
Rev.  Proc.  75-26,  1975-1  C.B.  722,  where 
by  the  restrictions  of  section  406  of  the 
Act  and  the  taxes  imposed  by  section 
4975  (a)  and  (b)  of  the  Code,  by  reason 
of  section  4975(c)  (1)  of  the  Code,  shall 
not  apply  to;  the  furnishing  by  the  Trust 
to  Woodlane  of  one  million  dollars  in 
long-term  mortgage  financing  for  the 
third  addition  to  the  Training  Center  and 
the  release  by  the  'Trust  of  its  prior  rights 
in  the  proposed  security  for  such  financ¬ 
ing:  the  construction  by  Ragnar  Benson 
of  the  third  addition  to  the  Training 
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Center;  and  the  furnishing  of  guaranties 
by  Ragnar  Benson  and  Benson  to  the 
Trust  as  additional  security  for  its  pro¬ 
posed  loan  to  Woodlane  and  for  the  ex¬ 
isting  loan  from  the  Trust  to  Woodlane, 
piusuant  to  the  terms,  conditions  and 
representations  set  forth  in  the 
application. 

The  pending  exemption,  if  granted,  will 
be  subject  to  the  express  conditions  that 
the  material  facts  and  representations 
contained  in  the  application  are  true 
and  complete,  and  that  the  application 
acciu*ately  describes  all  material  terms  of 


the  transactions  to  be  consuixunated  pur¬ 
suant  to  the  exemption. 

Signed  at  Washington,  D.C.  this  23rd 
day  of  December,  1976. 

Donald  C.  Alexander, 
Commissioner  of 
Internal  Revenue. 

William  J.  Chadwick, 
Administrator  of  Pension  and 
Welfare  Benefit  Programs, 
Deportment  of  Labor. 

[PR  Doc.77-99  Plied  1-3-77:8:45  am) 
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